S> 5^0-33004/94 


NO. OL-33004/94 



Y' I* ' A 

/I ft 

31Rcf ^ 4l5ni9l 

fee <5a*ettc of JNictia 


f 

« ft' 


}:XTRAORDINARY 

»rPT II-^r«5 2 
PART II—Section 2 

snFsmT % sr^ffttcr 
PUBLISHED BY AUTHORITY 



R. i] iff ftwTl, ?«r«inr, «BtarfI 23 , i994/'KT<?^ 4 , i9i5 

No. J] NEW DELHI, WEDNESDAY, FEBRUARY 23, 1994/PHALGUNA 4, 1915 


ffr'wwr'ii-lirsnos f % 05 aPOT R^5PT%5iN^T«rTanif% 

Separate paging E given to (liis Part in order that it may be filed as a separate compiiatfon 


RAJYA SABHA 


Tie fbUowing Bill was introduced In the Rajya &bha cm the 23rd 
Fefeftiaiy, 1994:— 

Bill No. XI of 1904 

A Bill ittnher to amend the BmUng Regulation Act, 1949 

Be It enacted by Parliament in the Forty-fifth Year of the Republic 
of ImHa as follows.— 

1. (II This Act may be called the Banking Regulation (Amendment) 
Act, 1994. 

(2) It ahaU be deemed to have come into force on the 31st day of 
January. 1994. 

2. In section lOB of the Banking Regulatjon Act, 1949 (hereinafter 
referred to as the principal Act)^ 

(a) for sub-section (1), the following sub-sections shall be sub' 

stituted, namely:— 

“(II l^twiaistaHidk® ahythlsf contained in any law for the 
tipy i hel^ hi force or in any/^tract to tfe contrary, every 
b mkir.g company in existen^^n the commencement of the 
Banking R^ulaiion (Amendns^t) Act,^ 19®4, or which comes 
into ejtisionce thereafter shall hafe one of its directors wt'o may 
be apptdnted cm a whole-time or a paEt-»time baas, as chairmasi 
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[Part II— 


of its Board of directors, and where he is appointed on a whole¬ 
time basis, as chairman of its Board of directors, he shall be 
eiiiiU3i.e 1 with the management of the whole of the affairs of the 
banking company: 

Provided that the chairman shall exercise his powers sub¬ 
ject to the superintendence, control and direction of the Board 
of directors. 

(lA) Where a chairman is appointed on a part-time basis,— 

(i)' such appointment shall be with the previous appro¬ 
val of the Reserve Bank and be subject to such conditions 
os the Reserve Bank may specify while giving such appro¬ 
val; 


(ii) the management of the whole of the affairs of such 
'■-suking company shall be entrusted to a managing director 
who shall exercise his powers subject to the superintendence, 
control and direction of the Board ^of directors.”; 

(b) in sub-section (2), for the words “Every chairman of the 
Beard ol directors”, 'he words “Every chairman of the Board of 
directors who is appointed on a whole-time basis and every managing 
director” shall be substituted; 

(c) in sub-section (4 ),— 

(i) in the opening paragraph, for the words “Every chair¬ 
man of the Board of directors of a banking company”, the words. 

brackets, figure and letter “Every chairman who is appointed 
on a whole-time basis and every managing director of a banking 
company appointed under sub-section (lA)” shall be substituted: 

(ii) in the proviso, for the word “chairman’’, the words 
“chairman who is appointed on a whole-time basts or- a- manag¬ 
ing director” shall be substituted; 

(d) in sub-section (5) and (5A), for the words “Achairman of 
the Board of directors”, the words “A chairman of the Board of direc¬ 
tors appointed on a whole-time basis or a managing director” snail be 
substituted; 

(e) in sub-section {6 ),— 

[i) for the words “chairman of the Board of director.^” 
wherever they occur, the words “chairman of the Board of 
directors who is appointed on a whole-time basis or the managing 
director” shall be substituted; 

(ii) for the words “chairman of its Board of directors” at 
both the places where they occur,., the words.‘‘cha|fman of the 
Board of directors who is appoinfed on a wbolertime basis or 
the managing director” shall be substituted; 

(in) for the words “appointed as chairman”, the words “ap¬ 
pointed as chairman on a whole-time basis or mana^ng direc¬ 
tor** shall he substituted; 
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if) in sub-section (^),— 

({) for the words “the chairman”, the words “the C*. i 
ol the Board ol directors who is appointed on a whole 
i.-si- cr Lhe managing director” shall be substituted; 

(,io ittr the words “such chairman”, the words “such chair¬ 
man or managing director” shall be substituted; 

(g) in sub-section (9),— 

ii) for the v/ords “appointed as chairman”, the words “ap- 
poiuicd on a whole-time basis, as chairman of the Board oi 
direciors or m'anaging director” shall be substituted; 

(iz) for the words “duties of chairman”, the ^^^o^ds “duties 
of chairman or managing director” shall be substituted. 

3. In section lOBB of the principal Act, for the word “chairman” 
wherever it occurs, the words “chairman of the Board of directors ap¬ 
pointed on a whole-lime basis or a managing director” shall ho .'■.ubsti- 
tuted, 

4. In section IOC of the principal Act, for the words “A chairman" 
the words “A chairman of the Board of directors who is appointed on ? 
whole-time basis or a managing director” shall be substinued. 

5. In section iOD of the principal Act, for the words “director or chair¬ 
man”, the words “director, chairman of the Board of directors who i# 
appointed on a whole-time baisls or managing director” shall he substi¬ 
tuted. 

6. In section 12 of the principal Act, in sub-section (2), for the 
words “one per cent.”, the words “ten per cent." shall be substituted. 


7. In seciinn 16 of the principal Act, for sub-section (1), the following 
sub-sections shall be substituted, namely;— 

“(1) No banking company incorporated in India shall have as a 
director in its Board of directors any person who Is a director of 
any other banking company. 

(lA) No banking company referred to fn sub-section (1) shall 
have in its Board of directors, more than three directors who are 
directors of companies which among them'selves are entitled to 
exercise voting rights in excess of twenty per cent- of the total 
voting rights of all thg shareholder's of that banking company. . 

S. In section 46 of the principal Act. in sub-section (4), for the portion 
beginning with the words “two tliousand rupees” and ending with the 
words "one hundred rupees”, the following shall be substituted, namely;— 

“fifty thousand rupees or twice the amount Involved In such 
contravention or default where such amount is quantifiable, which- 
sver is more, and where a contravention or default Is a continuing 
me, with a further fine which may extend to two thouisand and five 
lundred rupees". 
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9. In section 40A of the principal Act, for the words “Every chairman, 
director, auditor”, the words ‘‘Every chairman who is appointed on a 
whole-time basis^ managing director, director, auditor” ijhall be substi¬ 
tuted 

10. In section 47A of the principal Act,— 

(i) in sub-section (1), in clause (b), for the portion beginning 
with the words “two thousand rupees” and ending with the words 
“one hundred rupees”, the following shall be substituted, namely; — 

“five lakh rupees or twice the amount involved in such 
contravention or default where such amount is quantifiable, 
whichever is more, and where 'such contravention or default is 
a continuing one, a further penalty which may extepd to twenty- 
five thousand rupees”; 

(ii) for sub-sections (2) and (5), the following sub-section shall 
b© Substituted, namely:— 

“(2) For the purpose of adj'udging the penalty under sub¬ 
section (I), the Reserve Bank shall serve notice on the banking 
company requiring it to show cause why the amoimt specified 
in the notice should not be imposed and a reasonable oppor- 
tunity of beln^g heard shall also be given to such banking com¬ 
pany.”. 

11. (1) The Banking Regulation (Amendment) Ordinance, 19fl4, 1$ 
hereby repealed. 

(2) Notwiihsianding such repeal, anything done or any action taken 
under the principal Act, as amended by the said Ordinance, shaU be 
deemed t© have been done or taken under the principal Act, as amended 
by this Act. 


Old 5 
of 1994 
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SlATEiVIENj’ OF OBJECTS AND REASONS 


The Bdiiking Regulation Act, 1949 does not provide for appointment of 
part-time chairmen in banking companies. It has, therefore, been considered 
neccsj.any that the Act should be .-vuiubly ante id rd to provide fir appoint- 
mmt of eminent persons as part-time chairmen in banking ctinpan.es, When 
a person is to be appointed, part-time CJiairman, such appointment should 
'be made with the previous approval of the Reserve Bank of India and sub¬ 
ject to such conditions as the Reserve Bank of India may specify and the 
xoan^ment of streh ibanldng company should be entrusted to a managing 
director who shall exercise his powers subject to the superintendence, control 
and direction of the Board of directors. It has also been considered necessary 
to raise the ceding on voting rights of a shareholder from the existing one per 
cent to ten per cent. Further, section 16 of the Act provides that no banking 
company incorporated in India shall have as a director any person who is a 
director of any other banking company or of companies which among them¬ 
selves are entitled to exercise voting rights in excess of twenty per cent of 
the total voting rights of aD the shareholders of the banking company. In view 
of this provision, the directors of the institutions promoting new banking com¬ 
panies fhattaay come up world not be in a position to be directors of snch new 
banking companies and in order to bring in more effective coordinationi 
among the promoter institutions and the new banking companies so as to 
continue some of the traditions of the promoters in terms of work culture, 
ethics and professional approach, it has been considered essential that ihe 
promoter institutions should have representatives on the Board of new 
hunlcm companies. This provision, therefore, requires to be amended to 
that a Mim cimpany inoMporated in Ma shf have not more 
ST three directas treoi amons 'h« directors ot compan,^ wlocl. .mone 
them*lves are entilled to eieiCise voting nghs m eiccss of 20 per cent ot 
tSt Sal ™«ng righte of an the shareholders of the banting company. 

2 With a view to ensuring effective impiementation 
an Jug new bants to enter the hanti^ S2ns hC^n ^-d 
Bant ot India to egectively perf^ u L a,e Banting Regulallont 

^^aar, „ make suitaHe be avalM of to 

Act, 1949. ft h., suitably e^and^ 

tXSs a?d“i^g^9 p^edure to he 
MoCd ?y“he Eeserve Bank of India for adjudging die penalty. 
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3. As Parliament was not in session and the atowe-mentioned. antend- 
loents were required to be made urgently, the President pronmlgated the 

Banking Reguiatioii (Amendmejit) Ordinance 19^ (Ord. 5 of 1994) on the 
31st day of January, 1994. 

4. The Bill seeks to replace the aforesaid Ordinance, 


DR. ABRAR. AHMED. 


V. S. RAMA DEVr, 
Secretary-Gmieral. 
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